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Enclosed please find a :opy of our comments regarding the questions posed in
CC Docket 96-45 “Common Carrier Bureau Seeks Further Comment on Specific
Questions in Universal service Notice of Proposed Rulemaking” released as a
Public Notice July 3. 1¢36. Thank you for your interest in this issue.
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Submitted August 2. 1996

. Introduction and Sum mary

On behalf of all libraries in Colorado, the Colorado State Library welcomes the
opportunity to reply to the uestions published in the July 3. 1996 Public Notice entitied
“Common Carrier Bureau ' eeks Further Comment on Specific Questions in Universal
Service Notice of Proposec Rulemaking.

Definition Issues

I. Is it appropriate to assume that current rates for services included within the
definition of universal ervice are affordable despite variations among companies and
services areas?

[t is appropriate to assume that current rates for services in urban areas are appropriate,
but not in rural and frontic areas.

3. When making the "affi rdability" determination required by Section 254(1) of the Act,
what are the advantage s and disadvantages of using a specific national benchmark
rate for core services ii_a proxy model?

Using a specific benchmai « rate could cause telecommunications service providers to
link their costs to that spe: ific benchmark rather than becoming the most cost efficient
providers. This would be :ontrary to the express purpose of the Telecommunications Act
of 1996 (Public Law 104- 04) which intends to bring down the price of services by
inducing additional comp: tition.
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Schools, Libraries, Health Care Providers

6. Should the services or functionalities eligible for dis ts ecifically limited
identified, or should the dis t apply to all available services?

The Colorado State Library has continued to support the American Library Association
position that all services av iilable commercially under tariff or through contract in a
region should be made ava {able to libraries at a discount. Libraries need to stay at or as
near the leading edge of tec hnology as possible.

8. To what extent should t1e provisions of Sections 706 and 7 e considered by the
Joint Board and be reli:d upon to provide advanced services to schools, libraries and
health care providers?

To the extent that the Join® Board and Federal Communications Commission are
attempting to define advar ced services initially. the definition in Section 706 is an
appropriate one. Howeve . the Colorado State 1.ibrary does not support the use of
Sections 706 and 708 fo r place the discount responsibilities required in Section 254.

9. How can universal ser ice support for schools, libraries and health care providers be
structured to promote ;ompetition?

The Colorado State Librz 'y concurs with the American Library Association’s position
that the Joint Board and 1 e Federal Communications Commission should follow the
principles of consistency ind soundly-based economic theory and financial practice. The
Universal Service fund s'-ould not be used to subsidize the front-end costs for deployment
of new technology. nor < 1ould it be used to subsidize monopolies in non-competitive
markets.

10. Should the resale prc hibition in Section 254(h] co d t hibit onlv the

resale of services to - he public for profit, and should it be const oast rmit
end user cost based ! zes for services? Would construction in this manner facilitate
community network . and/or aggregation of purchasing power?

Yes. This would be th : most appropriate way to interpret this provision because there
are fees associated with running a network that need to be recovered. This definition of
resale would allow the etwork to run appropriately. efficiently and affordably.

i 1. If the answer to the lirst guestion in number 10 is "yes," should the discounts be

available only for ti:¢ traffic or network usage attributable to the educational entities
that qualify for the section 254 discounts?’



Colorado State Library
August 2, 1996
Page 3

No. Discounts should be « vailable to the network as an entity, not to the individual
components of the networl Network members that do not qualify individually for the
discount still add value to ' ne network as a whole. Discouraging public/private
collaboration would dimin sh the breadth of information the network provides to its
members, thus decreasing s value.

12. Should discounts be d rected to the states in the form of block grants?

No. Block grants cannot 1 eet the needs of every librarv and school in every community.

13. Should discounts for s hools, libraries and 1th care providers take the fo
direct billing credits fo * telecommunications services provided to eligible institutions?

No. This proposal also in: iitutes a cumbersome. top-down process for allocating
“credits” or funds. This is not contemplated in the law which specifically identifies
“discounts” as the appropi ate mechanism to disseminate telecommunications technology
to libraries and schools.

14. 1f the discounts are disnursed as bl rants to states or as direct billing credits for
schools, libraries and ! ealth care providers, what, if any, measures s
implemented to assure that the funds allocated for discounts are used for their
intended purposes”’

These mechanisms are ina propriate and, in our view. do not meet the requirements of
the law. As envisioned in he law, discounts directly to the library provide sufficient
accountability to assure aj propriate allocation of funds

15. What is the least admi jistratively burdensome requirement that could be used to

ensure that requests fo - supported telecommunications services are bona fide requests
within the intent of Se :tion 254(h)?

The least administratively burdensome requirement that could be used to ensure that
requests for supported tel: communications services are bona fide is to identify only
specific people eligible t¢ request a discount for telecommunications services.

16. _What should be the b.ise service prices to which discounts for schools and libraries

are applied: (a)total s¢rvice long-run incremental cost; (b) short-run incremental costs;
© best commercially- wailable rate; (d) tariffed rate; (e) rate established through a

competitively-bid con.ract in which schools and libraries icipate: (f) lowest of
some group of the ab« ve; or (g) some other benchmark? How could the best
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commercially-available - ate be ascertained, in light of the fact that many such rates
may be established pursi:ant to confidential contractual arrangements?

The Colorado State Library :ontinues to support the American Library Association’s
recommendation as the bas. discounted price of (1) the best commercial price offered or
(2) TS-LRIC.

17. How should discounts |'¢ applied, if at all. for schools and libraries and rural health
care providers that are ¢ wrrently receiving special rates?

Current contracts should cc itinue to be honored irrespective of Section 254.

(9. Should an additional di: count iven t
insular, high-cost and ¢ .onomically disadvantaged areas? What percentage of
telecommunications ser vices (e.g. Internet services) used by schools and libraries in
such areas are or requir - toll calls?

Yes. Similar to other user: in these areas. libraries in rural, insular, high-cost and
economically disadvantage 1 areas require additional support to the anticipated discounts
offered by telecommunicar ons service providers.

22. Should separate fundin ; mechanisms be established for schools and libraries and for
rural health care provic ers?

The provisions of the law re slightly different for rural health care providers and schools
and libraries. We see no ‘eason to favor one approach over the other, or to insist that
there be similar or identic: - approaches to funding mechanisms.

23. Are the cost estimates :ontained in the McKinsey Report and NII KickStart Initiative

an accurate funding es imate for the discount provisions for schools and libraries,
assuming that tariffed ates are used as the base prices?

The NII KickStart Initiati ¢ may be appropriate for estimating the needs of large urban
libraries. However. by es imating that the need for high bandwidth is proportional to
population, rural needs ar understated.

fl. Full Comments

Definition Issues
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1. Is it appropriate to 1ne that current rates for services included within the definition

of universal service are iffordable despite variations among companies and services
areas?

It is appropriate to assume hat current rates for services in urban areas are appropriate,
but not in rural and frontier areas. As mentioned in our previous comments, Colorado
offers a unique ability to loHk at the differences between urban and very rural/frontier
areas. Using the only state vide provider of Internet access, a person living in an urban
area pays a flat fee of $15.1 ) per month for five hours of service. Additional hours cost
$3.00 per hour or less depe 1ding on the time of day. Rural customers, however, pay
$13.00 an hour with no fla' rate, no reduced fee for night time use for the same service in
the same network - thev re: eive no discount at all

In addition, dedicated line iccess provides an even starker contrast. A recent comparison
of a dedicated line to a par icularly rural area, a frontier area (defined as 6 people per
square mile), was $680 pe: month while the cost of a dedicated line to much more distant,
but urban area was under ¢ 250 per month.

Further, the latest number: available for the largest Internet provider in the state suggest
that starting connections ¢ 56/64K Frame Relay in a small, relatively isolated town, such
as Alamosa, CO, would cc st approximately $900 per month while identical services in
Boulder or Denver, CO w: uld cost approximately $450 per month. T1 Frame Relay
would be $3.422 97 versu $716.

Finally, there are rural anc frontier areas of our state where libraries and small rural
schools simply cannot get additional telephone lines or digital service because the
facilities are not available n their communities. These users are forced to pay
appreciably more for serv :e while they can least afford it. These costs exemplify the
problems rural and frontic areas of the state currently face in accessing
telecommunications servi es.
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3. When making the "affor lability" ination required b tion 254(1) of the Act

what are the advantages and disadvantages of using a specific national benchmark
rate for core services in a proxy model?

Using a specific benchmarl rate could cause telecommunications service providers to
link their costs to that spec fic benchmark rather than becoming the most cost efficient
providers. This would be « »ntrary to the express purpose of the Telecommunications Act
of 1996 (Public Law 104-1 )4) which intends to bring down the price of services by
inducing additional compe ition. If. in fact. the cost of providing services declines and
the benchmark remains cor stant, the Universal Service Fund would be used to subsidize
increasing inefficiency on he part of telecommunications providers. However, if the
benchmark were annually - >-figured to recognize decreasing costs across the country, it
could be a useful tool by * hich telecommunications providers could judge their own
performance. This does r 1t necessarily make it a good judge of affordability.

Schools, Libraries Health Care Providers

6. Should the services or !unctionalities eligible for discount specifically limited and
identified, or should tb: discount apply to all available services?

The Colorado State Librar - has continued to support the American Library Association
position that all services a ailable commercially under tariff or through contract in a
region should be made av: ilable to libraries at a discount. Libraries need to stay at or as
near the leading edge of t¢ :hnology as possible. We would be concerned that any list of
services would inevitably e a “lowest common denominator’ list, omitting newer or
higher level services that  ome libraries might need. As long as telecommunications
services continue to chang o at such a rapid pace. an identified list of services is not
beneficial to the state resi. ents that libraries serve. However, the types of services we
believe should be availab' - include advanced digital services (e.g. POTS, 56 and T1
Frame Relay and dedicatc | service at these rates), fractional T-1, ISDN, Internet service
when provided by the telc .ommunications company. and one-time
installation/construction . »sts
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8. To what extent should he provisions of Sections 706 and 708 be considered by the
Joint Board and be rel ed upon to provide advanced services to schools, libraries an

health care providers”

To the extent that the Join Board and Federal Communications Commission are
attempting to define adva: ced services initially, the definition in Section 706 is an
appropriate one that inclusles "high-speed, switched, broadband telecommunications
capability that enables usc s to originate and receive high-quality voice, data, graphics
and video telecommunica ions using any technologv.”

However, the Colorado Srite Library does not support the use of Sections 706 and 708 to
replace the discount respc sibilities required in Section 254, First, libraries are not
mentioned in Sections 70t This would mean that libraries would not benefit from any
grants issued under this p:ovision. Secondly, Section 708, which establishes a National
Education Technology Fu 1ding Corporation, will never be able to support the needs of all
libraries in developing tec 1nological advancement that serves the needs of the public. As
we have witnessed in the »ast, grant programs can only serve a limited number of people
each vear. In many cases grant demand vastly exceeds grant supply. Perhaps the
appropriate use of Sectior 708 is to aid libraries and schools in achieving initial startup
investment, staff training ind orientation, curriculum development and acquisition of
content. These functions vould complement the Section 254 discounts for
telecommunications serv: es. The specific purpose of Section 254 is to make sure all
citizens everywhere have iccess to the advanced telecommunications services that have
become increasingly vital 1o successful employment and productivity.

9. How can universal ser ‘ice support for schools, libraries and health care providers be
structured to promote ompetition?

The Colorado State Libra y concurs with the American Library Association’s position
that the Joint Board and t ¢ Federal Communications Commission should follow the
principles of consistency ind soundly-based economic theory and financial practice. The
Universal Service Fund s iould not be used to subsidize the front-end costs for
deployment of new techn +logy, nor should it be used to subsidize monopolies in non-
competitive markets. Al »wed prices that accommodate a sufficient return on investment
and adequately accounts or joint and common costs. such as TS-LRIC, should continue
to encourage competitios
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he resale prohihition in Section 254(h)(3) be construed to prohibit only the

resale of services to the nublic for profit should it be con
end user cost based fees for services? Would construction in this manner facilitate
community networks ar d/or aggregation of purchasing power?

Yes. This would be the n ost appropriate way to interpret this provision because there
are fees associated with rur ning a network that need to be recovered. This definition of
resale would allow the net> ‘ork to run appropriately. efficiently and affordably.

11. If the answer to the firs; question in number 10 is "yes." should the discounts be

available only for the t affic or network usage attributable to the educational entities
that qualify for the Sec ion 254 discounts?

No. Discounts should be = vailable to the network as an entity, not to the individual
components of the networ .. Network members that do not qualify individually for the
discount still add value to -he network as a whole. Discouraging public/private
collaboration would dimy ish the breadth of information the network provides to its
members, thus decreasing ts value.

For example, a prominen: Colorado network includes a few members that would not
qualify individually for a iscount including a corporate library. However, citizens
throughout the state now iave access to the resources in that private law library that are
valuable to them.

Also, The Access Colore {o Library and Information Network (ACLIN) has dial-up
access to the network. A CLIN acts as a gateway to information throughout the state. The
library does not have ac« :ss to information that determines where someone dialing into
the network chooses to ¢ 1. These lines are library lines to facilitate access to state
information and are imp rtant components of ACI.IN.

12. Should discounts be directed to the states in the form of block grants?

No. Block grants cannc : meet the needs of every library and school in every community.
Secondly, there is no m chanism for the state to cover the costs of disbursing the block
grant within the scope ¢« 1 Section 254. This appears to indicate that the sponsors of this
provision did not intenc for it to be developed as a block grant program, unlike Sections
706 and 708 which exy icitly describe the grant process by which funds should be
allocated.
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13. Should discounts for scl:ools, libraries and health care provi
direct billing credits for elecommunications services provided to eligible institutions?

No. This proposal also inst tutes a cumbersome, top-down process for allocating
“credits” or funds. This is 1 ot contemplated in the law which specifically identifies
“discounts” as the appropri: te mechanism to disseminate telecommunications technology
to libraries and schools. Li! raries and schools will be empowered and, at the same time,
accountable because each )« cal library and schools can develop a solution that best meets
its needs while, at the same time, it will invest a substantial amount of its own resources.
This responsibility is best I« ft to the individual entity to decide since each has its own
unique technological envir nment and limited resources with which to meet the needs of
the state residents it serves

14. If the discounts are dist ursed as block grants to states or as direct billing credits for
schools, libraries and he alth care providers, what, if any, measures should be
implemented to assure ' hat the funds allocated for discounts are used for their
intended purposes?

T'hese mechanisms are inaj propriate and, in our view. do not meet the requirements of
the law. As envisioned in t .e law, discounts directly to the library provide sufficient
accountability to assure ap: ropriate allocation of funds.

15. What is the least admir istratively burdensome requirement that could be used to

ensure that requests for supported telecommunications services are bona fide requests
within the intent of Seciion 254(h)?

The least administratively »urdensome requirement that could be used to ensure that
requests for supported tele ommunications services are bona fide is to identify only
specific people eligible to equest a discount for telecommunications services. A "bona
fide" request is a request r ade in writing by a person qualified under State or local law to
order telecommunications services for schools or libraries to a telecommunications
provider. This should inc¢' ide persons not directly connected with schools or libraries
(defined by the law at 20 * S.C. 335c¢ et seq), such as officials in library or educational
networks, state governme: 1 procurement offices. or telecommunications departments.
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16. What should be the base service prices to which discounts for schools and libraries
are applied: (a)total serv ce long-run incremental cost; (b) short-run incremental costs;
© best commercially-aviilable rate; (d) tariffed rate; (e) rate established through a
competitively-bid contract in which schools and libraries participate; (f) lowest of
some group of the above , or ome other ben: ark? How could t t
commercially-available ate be ascertained, in light of the fact that many such rates
may be established pursiant to confidential contractual arrangements?

The Colorado State Library :ontinues to support the American Library Association’s
recommendation as the basc discounted price of (1) the best commercial price offered or
(2) TS-LLRIC. ALA’s propc sal concentrates universal service funding on high-cost and
low-income areas and force commodity pricing in other areas. If competition succeeds
in the communications mart etplace, and if technological advances continue to drive
prices downward rapidly, tI' > market price comes closer to the recommended base for
library and school discount

17. How should discounts e applied, if at all, for schools and libraries and rural health
care providers that are ¢ urrently receiving special rates?

Current contracts should cc atinue to be honored when the provide a better rate for
libraries and schools.

19. Should an additional di .count be given to schools and libraries located in rural,
insular, high-cost and e :onomically disadvantaged areas? What percentage of
telecommunications se; vices (e.g. Internet services) used by schools and libraries in
such areas are or requir : toll calls?

Yes. Similar to other user: in these areas. libraries in rural, insular, high-cost and
economically disadvantage 1 areas require additional support to the anticipated discounts
offered by telecommunicat ons service providers. For example, the TS-LRIC of a service
in an urban or suburban ar: a should both cover a telecommunications provider’s cost,
cover a modest level of ret irn on investment, as well as be a reasonable rate that libraries
could afford to pay. How: ver, the TS-LRIC in a rural or frontier area, while covering the
telecommunications provi. er’s cost, would still be prohibitively expensive for a rural or
frontier library. Thus, an dditional support mechanism. such as the Universal Service
Fund. would be necessary o assure access to these services for rural residents.

As of June 1996. the Acce .s Colorado Library and Information Network (ACLIN) spent
50% of its total line costs eaching 5% of the state population to assure information
access to the most rural ¢cc mmunities in the state. We anticipate that the discount

line costs will decline as * ¢ continue to serve these populations.
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22. Should separate fundiag mechanisms be established for schools and libraries and for
rural health care provi lers?

The provisions of the law ire slightly different for rural health care providers and schools
and libraries. We see no reason to favor one approach over the other, or to insist that
there be similar or identic: | approaches to funding mechanisms.

23. Are the cost estimates contained in the McKinsey Report and NII KickStart Initiative
an accurate funding es imate for the discount provisions for schools and libraries,
assuming that tariffed ates are used as the base prices?

The NII KickStart Initiati+ 2 may be appropriate for estimating the needs of large urban
libraries. However, by est mating that the need for high bandwidth is proportional to
population, rural needs arc understated. Smaller libraries, to meet the increasing demand
for urban-like services. m: v find that their bandwidth needs are significantly higher to
maintain access to inform: tion they cannot afford to purchase on their own.



